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SUBJECT: PRESS MATERIAL 

PLEASE PASS RODMAN/ADAMS/ BORG FOR SECRETARY KISSINGER 

1 . HEREWITH FULL TEXT FRIDAY, MARCH 7, WALL STREET 
JOURNAL EDITORIAL HEADLINED "MR. KISSINGER'S PROBLEM." 

2. WHY IS IT THAT SECRETARY OF STATE KISSINGER SUDDENLY 
LOOKS SO VULNERABLE? ONLY THE OTHER DAY IT WAS AGREED EROM 
MAINE TO MEXICO THAT HE WAS NOT ONLY A NATIONAL ASSET, BUT 
A GLOBAL TREASURE AS WELL. HE COULD END WARS WITH HONOR, 
NEGOTIATE BRILLIANT TREATIES BEEORE BREAKFAST, FEED 
SENATORS OUT OF HIS BARE HAND, AND BE WELCOME IN EVERY 
GLOBAL CAPITAL, WITH OR WITHOUT PORTFOLIO. NOW, HE'S EAIR 
GAME FOR EVERY THIRD-RATE COMMENTATOR TAKEN TO NUMBERING 
HIS DAYS. AMATEUR DIPLOMATS ALL OVER CAPITOL HILL ARE 
LECTURING HIM ON TACTICS, AND SUBORDINATES ARE PUBLICLY 
LAYING ODDS ON WHEN HE'LL RESIGN. 
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3. THERE ARE SEVERAL THEORIES ABOUT MR. KISSINGER'S 
SUDDEN OUTBREAK OE CLAY-EOOTEDNESS. ONE IS THAT RICHARD 
NIXON REALLY WAS THE MASTERMIND BEHIND THE KISSINGER 
DIPLOMATIC SUCCESSES, AND THAT WITH MR. NIXON GONE, MR. 
KISSINGER IS REVEALED AS A GOOD CHESS PLAYER, BUT NOT A 
SPECTACULAR ONE. ANOTHER IS THAT THE DEMOCRATS, PREPARING 

TO CAPTURE THE WHITE HOUSE NEXT YEAR, HAVE METHODICALLY 
SET OUT TO DIMINISH MR. KISSINGER'S STANDING WITH PUBLIC 
OPINION. 

4. OUR OWN VIEW IS THAT MR. KISSINGER HAS BECOME A VICTIM 
OE THE SLUMPING, INPLATING WORLD ECONOMY AND U.S. 

ECONOMY. THE WEAKER THE U.S. ECONOMY GETS, THE MORE 
HE MUST DEAL PROM WEAKNESS, THE LESS PATIENCE THE PUBLIC 
AND CONGRESS HAVE IN HIS FREE HAND, THE LESS REGARD U.S. 

ALLIES HAVE FOR HIS PROPOSALS, THE LESS REGARD THE SOVIET 
UNION HAS FOR THE FUNDAMENTAL ECONOMIC STRENGTH OF THE 
UNITED STATES THAT SHOULD BE BACKING HIM UP BUT IS NOT. 

WHEN AN ECONOMY CONTRACTS, ITS SOCIETY TURNS INWARD, WHICH 
IS NOT THE KIND OF MILIEU OUR SECRETARY OF STATE CAN 
THRIVE ON. 

5. HE CERTAINLY KNOWS THIS IS HIS GREATEST PROBLEM AT 
THE MOMENT, BUT LIKE SECRETARY OF STATE CORDELL HULL IN 
THE I930'S, MR. KISSINGER CAN TRY BUT IS NEITHER PLACED 
NOR EQUIPPED TO DEAL WITH THE ECONOMY. MR. HULL 
FASTENED ON THE IDEA THAT IF ONLY TARIFFS COULD BE 
LOWERED THE U.S. AND WORLD ECONOMY WOULD BE PULLED OUT 
OF ITS DEPRESSION, WHICH WAS A NOTION OF ONLY MARGINAL 
IMPORTANCE. 

6. SIMILARLY, MR. KISSINGER'S FOCUS IS ON THE PRICE OF 
OIL AS THE KEY TO GLOBAL ECONOMIC WOES. HIS REASONING 
SEEMS TO BE THAT BECAUSE THE PRICE OF OIL WAS PUT UP 
THROUGH A POLITICAL DECISION, IT CAN BE REDUCED BY A 
POLITICAL DECISION. HE THUS CALCULATES WHAT IT MIGHT 
TAKE TO GET SUCH A DECISION, AND APPARENTLY CONCLUDES 
THAT AN ARAB-ISRAELI PEACE COMBINED WITH AN OIL COMMODITY 
AGREEMENT WILL DO THE TRICK. BY THIS REASONING, TOO, 
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IT'S CLEARLY THE STATE DEPARTMENT THAT IS BEST SUITED TO 
MAP STRATEGY AND PLAN TACTICS. 

7. BUT THE KISSINGER ASSUMPTIONS ARE IN ERROR. THE 
WORLD ECONOMY IS IN SUCH DREADFUL SHAPE NOT BECUASE THE 
PRICE OF OIL HAS BEEN PUT UP, BUT BECAUSE OF MISERABLE 
ECONOMIC MANAGEMENT BY THE CENTRAL BANKS, FINANCE 
MINISTERS AND LEGISLATURES OF THE DEVELOPED WORLD, NOT 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


LEAST THOSE OF THE UNITED STATES. THE PRICE OF OIL IS 
SURELY OF SOME IMPORTANCE, BUT IT IS MUCH MORE A SYMPTOM 
THAN A CAUSE OF GLOBAL INFLATION AND RECESSION. IF ALL OF 
THE KISSINGER DESIGNS WERE SOMEHOW IMPLEMENTED, THE WORLD 
AND U.S. ECONOMIES WOULD BE ONLY MARGINALLY IMPROVED. 

8. TREASURY SECRETARY SIMON COMES CLOSER TO UNDERSTANDING 

THIS, WHICH IS NO DOUBT WHY HE TAKES POTSHOTS AT MR. 
KISSINGER FROM TIME TO TIME. HE'S BEEN ALMOST ALONE IN 
RESISTING THE FRANTIC CALLS FOR A PETRODOLLAR "RECY- 
CLING" SCHEME, AND IT HAS BY NOW BECOME OBVIOUS THAT SUCH 
SCHEMES WERE AND ARE UNNECESSARY. AND HE HAS RESISTED 
THE KISSINGER "FLOOR PRICE " FOR OIL. THE OTHER WESTERN 
CENTRAL BANKERS AND FINANCE MINISTERS ARE NOW HUMORING 
MR. KISSINGER BY CARICATURING HIS FLOOR-PRICE SCHEME, 

TALKING ABOUT A "THREE-TIER, FLEXIBLE-FLOOR PRICE." WE 
CAN ALMOST HEAR THEM CHUCKLING AT THE IDEA. 

9. BUT WHILE MR. SIMON HAS PROPERLY RESISTED THE 
KISSINGER IDEAS, HE'S ADVANCED NO FOREIGN ECONOMIC POLICY 
OF HIS OWN. THE PLAIN FACT IS THAT THE UNITED STATES NOW 
HAS NO DISCERNIBLE FOREIGN ECONOMIC POLICY. FOREIGN 
ECONOMIC PROBLEMS ARE BLOCKED OUT OF WASHINGTON'S MIND, 
WHILE ATTENTION IS FOCUSED SOLELY ON OUR ECONOMIC PROBLEMS 
AT HOME. BUT BY THIS LATE DATE, IT TAKES NO GENIUS TO SEE 
THAT FOREIGN ECONOMIC PROBLEMS AND DOMESTIC ECONOMIC 
PROBLEMS ARE INEXTRICABLY BOUND. CLEARLY A WORLD-WIDE 
DISEASE NEEDS TO BE SEEN IN A WORLD-WIDE CONTEXT. 

10. THE PROBLEM IS NOT ONLY TREASURY. EXCEPT FOR 
ARTHUR BURNS, WHO AT LEAST PROFESSES CONCERN ABOUT THE 
FALLING DOLLAR, ALL OF WASHINGTON SEEMS UNCONCERNED 
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ABOUT WHAT'S GOING ON BEYOND U.S. BORDERS. AN ALMOST 
OBLIVIOUS "BENIGN NEGLECT" CONDITION HAS TAKEN HOLD: AS 
LONG AS WE HAVE FLOATING EXCHANGE RATES, WHY WORRY ABOUT 
THE BALANCE OF PAYMENTS? AS LONG AS COMMODITY PRICES 
ARE FALLING, WHY WORRY ABOUT THE FALLING DOLLAR? AS 
LONG AS RECESSION SEEMS TO HAVE WEAKENED OIL PRICES, WHY 
TALK TO OPEC? 

1 1 . WASHINGTON SHOULD BE CONCERNED, AND THE FOCAL POINT 
FOR THAT CONCERN SHOULD BE AT TREASURY, NOT STATE. 

U.S. ECONOMIC WEAKNESS IS PART OF THE GLOBAL ECONOMIC 
CONDITION, AND CANNOT BE TREATED IN ISOLATION. AT ITS 
BEST, THE STATE DEPARTMENT IS NOT GEARED TO DEAL WITH 
THESE ISSUES. AS LONG AS TREASURY DOES NOT TAKE THE LEAD 
IN FOREIGN ECONOMIC POLICY, MR. KISSINGER'S PROBLEM WILL 
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REMAIN UNSOLVED. (END TEXT). INGERSOLL 
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